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ANNUAL REPORT 


The Quaker Oats (pmpany 


FOR THE YEAR ENDED JUNE 30, 1947 


The management intends to solicit proxies for the 
annual meeting of stockholders to be held on 
November 7, 1947. It is expected that copies of the 
notice of meeting, proxy and proxy statement will be 
mailed to stockholders on or about October 3, 1947. 









The Quaker Q&ts (pmpany 


PLANT LOCATIONS 


AKRON, OHIO 
CEDAR RAPIDS, IOWA 
ST. JOSEPH, MISSOURI 
SHERMAN, TEXAS 
MEMPHIS, TENNESSEE 
LOS ANGELES, CALIFORNIA 


DEPEW, NEW YORK 
TECUMSEH, MICHIGAN 
PEKIN, ILLINOIS 
ROCKFORD, ILLINOIS 
MARION, OHIO 
PORTLAND, OREGON 


THE QUAKER OATS COMPANY OF CANADA LIMITED 
PETERBOROUGH, ONTARIO SASKATOON, SASKATCHEWAN 


QUAKER OATS LIMITED 
Southall, England 


QUAKER OATS-GRAANPRODUCTEN, N.V., 
Rotterdam, The Netherlands 


A/S “OTA” 
Nakskov, Denmark 


QUAKER NAHRMITTEL GESELLSCHAFT, m.b.H., 
Grevenbroich, Germany 


RESEARCH LABORATORIES 
Chicago, Illinois 

EXPERIMENTAL FARMS 
Barrington, Illinois Libertyville, Illinois 


COUNTRY ELEVATOR LOCATIONS 
Iowa, South Dakota, Illinois, Mississippi, Missouri 


SALES OFFICES 


THE QUAKER OATS COMPANY 


Akron, Ohio 
Atlanta, Georgia 
Baltimore, Maryland 
Billings, Montana 
Boston, Massachusetts 
Cedar Rapids, Iowa 
Cincinnati, Ohio 
Cleveland, Ohio 


Denver, Colorado 
Los Angeles, California 
Memphis, Tennessee 
Detroit, Michigan 
Minneapolis, Minnesota 
New York, New York 
Philadelphia, Pennsylvania 
Pittsburgh, Pennsylvania 
Portland, Oregon 


Richmond, Virginia 
Salt Lake City, Utah 
Seattle, Washington 
St. Joseph, Missouri 
St. Louis, Missouri 
San Francisco, California 
Sherman, Texas 
Syracuse, New York 


THE QUAKER OATS COMPANY OF CANADA LIMITED 

Calgary, Alberta Peterborough, Ontario Toronto, Ontario 

Edmonton, Alberta Quebec, Quebec Vancouver, British Columbia 

Moncton, New Brunswick Regina, Saskatchewan Winnipeg, Manitoba 

Montreal, Quebec Saskatoon, Saskatchewan 














The Quaker Oars (pmpany 

I Incorporated in New Jersey l 

GENERAL OFFICES 

Board of Trade Building 141 West Jackson Boulevard 

CHICAGO 


DIRECTORS 


JOHN STUART, Chairman 


R. DOUGLAS STUART 
JOHN P. WELLING 
EDWARD L. RYERSON 
FREDERICK H. SCOTT 
DONALD B. DOUGLAS 


WALTER L. TEMPLETON 
PRESTON A. WELLS 
EDWARD D. ANDREWS 
DONOLD B. LOURIE 
H. EARLE MUZZY 


OFFICERS 

JOHN STUART ... Chairman of the Board of Directors 

R. DOUGLAS STUART . President 

DONOLD B. LOURIE - - - Executive Vice President 

L. F. WATERMULDER . Treasurer 

HARTLEY C. LAYCOCK, Jr. - - Secretary and Ass’t Treasurer 

GEORGE B. WHITFIELD -------- Controller 

W. H. BALL . Assistant Treasurer 

STANLEY H. BAKER . Assistant Secretary 

C. E. McKEE . Assistant Controller 


DONALD B. DOUGLAS . Vice President 

EDWARD D. SHUMWAY . Vice President 

H. EARLE MUZZY . Vice President 

COLIN S. GORDON . Vice President 

LISLE R. HAWLEY . Vice President 

EDWARD D. ANDREWS . Vice President 

FRANK R. WARTON . Vice President 

WILLIAM D. McKENZIE . Vice President 

FREDUS N. PETERS . Vice President 

LAUREN B. HITCHCOCK . Vice President 

J. R. STALEY . Vice President 

4 

JAMES M. BEST . General Counsel 


TRANSFER AGENT 

The Northern Trust Company 

Chicago 
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Report To Stockholders 

W E submit herewith for your consideration the 1947 Consolidated 
Balance Sheet and Consolidated Income and Earned Surplus State¬ 
ment, with comparative statements of previous years. 

The total dollar sales, $194,043,637.48, were the largest in the Company’s 
history. Earnings before taxes this year were $12,524,416.34. Last year they 
were $12,824,623.59. After taxes the net earnings for 1947 were $7,958,588.34 
compared to $6,471,051.14 for 1946. The tax reduction this year increased 
our earnings approximately $1,450,000 over the net earnings that we would 
have shown if last year’s federal tax rates were still in force. In addition to 
benefit from the tax reduction, our earnings were increased through the 
transfer of about $300,000 of accumulated earnings from our foreign sub¬ 
sidiaries, which we did not have in 1946. 

We have paid out in preferred and common dividends during the past 
year $4,222,636.50; the owner of common stock received a return of approxi¬ 
mately 4.7% on the average market value of his stock during the fiscal 
year. We have added $3,181,444.37 to our appropriated surplus reserves to 
be used by the Company in meeting inventory losses and necessary adjust¬ 
ments that must be made when the prices of grains and materials decline. 
Deducting these amounts from the year’s earnings, $554,507.47 was added 
to Earned Surplus. This item of Surplus is frequently misunderstood. Sur¬ 
plus and surplus reserves are built up by keeping all or some of the earnings 
from year to year instead of paying all earnings out in dividends. By having 
these reserves and surplus we protect the Company against inevitable 
hazards and make it possible when desirable to expand our business, as we 
have done by purchases such as the Chemical Plant at Memphis and the 
Ken-L-Ration business at Rockford. In times like these, such reserves and 
surplus are necessary to help us carry our inventories when everything we 
use is at such high cost. Your management believes that by building up 
substantial reserves and a strong surplus, we are protecting the best inter¬ 
ests of the stockholders and the employees. 

Again we call to the attention of our stockholders that changing price 
levels of the materials we use may cause substantial increases or decreases 
in our dollar sales with little or no change in our unit volume. 

We are keeping our inventories and commitments as low as possible, but 
we must have enough supplies on hand and in transit to our mills to produce 
the products we sell. The following may help to make clear our inventory 


problem: 

June 30, 10 Year 

1947 Average 

No. 3 white oats . $ 1.04 per bu. $ .58% per bu. 

No. 3 yellow corn . 2.08 per bu. 1.03% per bu. 

Standard Bran . 55.50 per ton 35.04 per ton 

Soya Meal . 88.00 per ton 42.98 per ton 


From these figures you can see that it takes a lot more money to provide 
the necessary working capital and that the prices of the materials we use 
are extremely high. When prices begin to work back to a more normal basis, 
which many people think will come quickly and surely when the war ravaged 
countries of Europe and Asia begin to produce the food products they need, 
we cannot avoid taking inventory losses. 

As we have pointed out in past annual reports, our earnings are materially 
helped in years of generally advancing price levels and the opposite is true 












in years of generally declining price levels. This is true because the prices 
of our products must in general follow the markets up and down. During 
the war and since the war we have not had normal hedging markets in grains 
and many of our products can be hedged only by sales to our customers. 

Our unit volume for the year was generally satisfactory. Our flour output 
was helped by government buying; our Ken-L-Products Division had a 
profitable year because there was an excellent export demand for tinned 
horse meat products for human consumption. For several years we were 
unable to sell Ken-L-Ration because we were not permitted to buy cans. 
Now that cans are available, we are reintroducing this product. 

Because wholesalers and retailers suddenly decided to reduce inventories, 
we had a slow-down in demand for some of our products during the latter 
part of the fiscal year. Studies by our Consumer Research Division convince 
us that the reduction was an inventory adjustment — not a decline in con¬ 
sumer demand for our products. 

Increases in the cost of grains and practically everything we buy, as well 
as increases in salaries and wages during the year compelled us recently to 
raise the prices of many of our package products — which we wanted very 
much to avoid. 

If this vicious trend of increasing costs and prices continues, we will all 
find it more difficult to maintain our present standard of living. Higher 
wages, shorter hours, and a reduced output per man-hour force higher prices, 
which automatically reduces buying power and will compel millions of our 
people to buy fewer things. As ability to buy decreases, production decreases, 
and as production decreases, unemployment increases and the monthly 
take-home pay goes down. In fact, all of us will be serving our own personal 
interest when we do our best to increase production and hold down costs so 
that more people can buy more things. 

Our postwar plans are pretty well completed, but because of the high 
costs of equipment and construction, we are starting only the jobs that must 
be done. 

Our Memphis furfural plant which we purchased in November 1946 is 
operating satisfactorily and we are confident there will be an increasing 
demand for the products we make. 

Our Canadian Company had a satisfactory year. Our British, Dutch, and 
Danish plants are all operating and necessary repairs are being made which 
were impossible during the war. In Britain we have decided oat milling 
capacity should be built to take care of our prewar British business in 
Quaker Oats which for years had been shipped from Canada. British gov¬ 
ernment regulations and controls on imports make this necessary, if we wish 
to save the business we have spent years in building, and we believe that 
our British company will be able to finance this development. 

Once again it is our pleasure and privilege to express to all of our Quaker 
men and women wherever they are, our sincere appreciation and thanks for 
their loyalty and co-operation. Working together harmoniously and fairly 
serves the best interests of all. 


September 19, 1947. 


JOHN STUART, Chairman of the Board 
R. DOUGLAS STUART, President 










The Quaker O&ts (pmpany 

and Domestic and Canadian Subsidiaries 

CONSOLIDATED BALANCE SHEETS 


ASSETS 


CURRENT ASSETS: 
Cash . 


June 30, 1947 
$ 6,668,774.38 


U. S. and Canadian Government Securities 

at lower of cost or market . 11,385,510.91 

Accounts Receivable, less reserve (Note 3) 9,883,061.41 

Inventories of Grain, Materials, Products 

and Supplies, at lower of cost or market . 22,469,132.86 
Total current assets . $50,406,479.56 


INVESTMENTS IN AND ADVANCES TO 
AFFILIATES, at cost (Note 1): 

United States and Canadian — partially 


owned . $ 565,287.06 

United States — wholly owned . 100,000.00 

English — wholly owned . 560,161.20 

Continental European . 1,111,450.56 

$ 2,336,898.82 

Less — Reserve for possible losses . 1,138,346.11 

$ 1,198,552.71 


June 30, 1946 
$ 7,657,567.60 

23,560,165.67 

6,629,438.08 

13,658,515.37 

$51,505,686.72 


$ 468,528.48 

100,016.64 
582,754.92 
1,111,432.63 
$ 2,262,732.67 
1,138,346.11 
$ 1,124,386.56 


PREPAID EXPENSES, ETC.: 

Unamortized Debt Discount and Expense $ 295,477.93 

Insurance, Taxes, etc . 618,759.97 

$ 914,237.90 


$ 


$ 


312,858.97 

575,995.48 

888,854.45 


PROPERTY, PLANT AND EQUIPMENT 


(Note 4): 

Land . $ 2,270,971.40 

Buildings and Improvements . 16,328,630.22 

Machinery and Equipment . 17,445,842.80 

Country Elevators . 1,980,760.55 

$38,026,204.97 

Less—Reserves for Depreciation . 18,388,361.11 

$19,637,843.86 


$ 2,171,426.07 

14.920.780.90 
15,418,851.70 

1,710,626.33 

$34,221,685.00 

17.919.810.90 
$16,301,874.10 


PATENTS, at cost less amortization . $ 510,084.04 $ 600,917.49 


TRADE-MARKS, TRADE RIGHTS AND 

GOODWILL (Note 4) . $10,145,506.07 

$82,812,704.14 


$10,145,506.07 

$80,567,225.39 


The accompanying notes are ax 







































The Quaker Oats (pmpany 

and Domestic and Canadian Subsidiaries 

CONSOLIDATED BALANCE SHEETS 


LIABILITIES 


CURRENT LIABILITIES: 


Due to Affiliates not Consolidated 


FUNDED DEBT: 

Twenty Year 2^% 


PATENT PURCHASE CONTRACT 
($100,000 included in current liabilities 
June 30, 1946, $150,000.00 at June 30, 1947) 

APPROPRIATED SURPLUS—Reserves: 
For Future Inventory Losses and 

Necessary Price Adjustments . 

For Insurance and Other Contingencies. . 


CAPITAL STOCK AND SURPLUS: 
Preferred, 6% cumulative, 

$100.00 par value. 

Authorized 250,000 shares 
Issued 180,000 shares 

Common, no par value. 

Authorized 800,000 shares 
Issued 702,000 shares 


Less 892 shares of preferred and 2,447 
shares of common stock held in treasury 
and reserved for employees, at cost 
reserve . 


June 30. 1947 

June 30, 1946 

$ 2,723,346.13 

$ 2,817,894.04 

L 

4,871,557.94 

6,503,030.48 

3,115,590.23 

3,006,297.87 

241,651.52 

14,336.52 

1,317,991.50 

1,317,991.50 

$12,270,137.32 

$13,659,550.41 

$10,000,000.00 

$10,000,000.00 

l 

$ 150,000.00 

$ 7,800,000.00 

$ 4,657,510.20 

932,981.37 

894,026.80 

$ 8,732,981.37 

$ 5,551,537.00 

$18,000,000.00 

$18,000,000.00 

15,210,000.00 

15,210,000.00 

18,917,370.54 

18,362,863.07 

$52,127,370.54 

f 

$51,572,863.07 

f 

317,785.09 

366,725.09 

$51,809,585.45 

$51,206,137.98 

$82,812,704.14 

$80,567,225.39 


ntegral part of the above statement 



































The Quaker 0*ts (pmpany 

and Domestic and Canadian Subsidiaries 

Statement of Consolidated Income 

For Year Ended June 30, 1947 

Year Ended 
June 30, 1947 

Net sales . $194,043,637.48 

Cost of goods sold . 161,726,747.65 

Selling, general and administrative expenses . 20,165,090.57 

Income from operations . $ 12,151,799.26 

Other income . 872,767.47 

Income charges .. 500,150.39 

Income before federal and foreign income and profits taxes.$ 12,524,416.34 

Federal and foreign income and profits taxes: 

Income taxes . 4,565,828.00 

Excess profits tax . 

Charge for tax effect of past service retirement annuities. _ 

Total income and profits taxes . $ 4,565,828.00 

Net income . $ 7,958,588.34 


Statement of Consolidated Earned Surplus 

For Year Ended June 30, 1947 

Surplus at beginning of the year . $ 18,362,863.07 

Net income . 7,958,588.34 

Total . $ 26,321,451.41 

Dividends: Preferred stock . 1,074,648.00 

Common stock . 3,147,988.50 

Total dividends . $ 4,222,636.50 

Past service retirement annuities . 

Transfer to appropriated surplus — reserves: 

Addition to reserve for future inventory losses and 

necessary price adjustments . 3,142,489.80 

Reduction of reserve for advertising . 

Other reserves — net increase ( decrease ) . 38,954.57 

Surplus at end of the year (Note 5) . $ 18,917,370.54 


The accompanying notes are an integral part of the above statements 




































The Quaker 0&ts (pmpany 

and Domestic and Canadian Subsidiaries 

Statement of Consolidated Income 
For Previous Years 


Year Ended 

June 30, 1946 

Year Ended 

June 30, 1945 

Year Ended 

June 30, 1944 


Year Ended 
June 30, 1943 

$154,831,182.62 

$151,083,671.40 

$142,647,173.08 

$122,178,664.96 

124,925,604.95 

17,468,671.07 

123,614,351.01 

15,295,513.23 

119,161,791.03 

14,649,578.08 


97,761,415.90 

13,534,552.89 

$ 12,436,906.60 

$ 12,173,807.16 

$ 8,835,803.97 

$ 10,882,696.17 

837,415.35 

585,324.96 

466,764.86 


557,044.58 

449,698.36 

647,387.86 

183,016.30 


190,207.03 

$ 12,824,623.59 

$ 12,111,744.26 

$ 9,119,552.53 

$ 11,249,533.72 

4,083,237.50 

2,270,334.95 

3,191,397.81 

3,518,914.98 

2,532,426.24 

1,726,200.87 

581,491.99 


2,578,434.64 

2,968,275.70 

1,013,259.35 

$ 6,353,572.45 

$ 6,710,312.79 

$ 4,840,119.10 

$ 

6,559,969.69 

$ 6,471,051.14 

$ 5,401,431.47 

$ 4,279,433.43 

$ 

4,689,564.03 


Statement of Consolidated Earned Surplus 
For Previous Years 


$ 16,155,659.82 

$ 14,501,840.71 

$ 12,965,659.95 

$ 13,713,167.68 

6,471,051.14 

5,401,431.47 

4,279,433.43 

4,689,564.03 

$ 22,626,710.96 

$ 19,903,272.18 

$ 17,245,093.38 

$ 18,402,731.71 

1,074,648.00 

1,074,645.00 

1,074,636.00 

1,074,636.00 

3,147,988.50 

2,623,323.75 

2,273,547.25 

2,798,212.00 

$ 4,222,636.50 

$ 3,697,968.75 

$ 3,348,183.25 

$ 3,872,848.00 



67,277.60 

273,031.53 



7,510.20 

1,150,000.00 

i, 6 oo,ooo.oo 

1,250,000.00 

41,211.39 

42,133.41 

222 , 208.18 

41,192.23 

$ 18,362,863.07 

$ 16,155,659.82 

$ 14,501,840.71 

$ 12,965,659.95 






















































The Quaker Oafs (pm parry 

and Domestic and Canadian Subsidiaries 


NOTES ATTACHED TO AND MADE AN INTEGRAL PART OF 
CONSOLIDATED FINANCIAL STATEMENTS—JUNE 30, 1947. 


NOTE 1 

The consolidated financial statements include the parent company and 
the wholly owned domestic and Canadian subsidiaries, except that 
there have been omitted from the consolidation two wholly owned, 
inactive domestic subsidiaries. Although financial statements received 
from the Continental European subsidiaries indicate in general a satis¬ 
factory condition, no change has been made in the reserve against in¬ 
vestments in such subsidiaries pending further developments and 
reasonable stabilization of world monetary conditions. 


NOTE 2 

The consolidated balance sheets include the following assets in Canada 
at the dates indicated: 


June 30,1947 


Current assets . $7,974,559.00 

Current liabilities . 913,439.16 

Net current assets . $7,061,119.84 

Deferred charges . 70,312.56 

Properties, less reserves for 

depreciation .. 2,029,376.27 

Total.$9,160,808.67 


June 30, 1946 
$ 9,874,425.00 
1,474,806.75 
$ 8,399,618.25 
61,413.09 

1,962,954.85 

$10,423,986.19 


Properties have been converted at U. S. dollar costs at dates of acqui¬ 
sition ; other assets have been converted at the lower of cost or official 
rate of exchange. 

NOTE 3 

The reserve for possible loss on uncollectible accounts deducted from 
accounts receivable amounted to $1,098,517.83 at June 30, 1947 and 
$1,110,690.12 at June 30, 1946. 

NOTE 4 

Property, plant and equipment and trade-marks, trade rights and 
goodwill are stated at cost, including the par value of any capital stock 
issued as consideration therefor. The allocation of the cost of businesses 
acquired as entireties as between tangible assets and trade-marks, 
trade rights and goodwill was determined by the management as of 
the dates of the acquisitions. 

NOTE 5 

The agreement covering the company’s funded debt restricts the 
amount of earned surplus available to June 30, 1947 for dividends on 
common stock (other than stock dividends) or for the purchase of 
capital stock of the company to $12,568,387.01. 



















NOTE 6 

Provisions for depreciation included in the statement of consolidated 
income aggregated $1,147,052.75 for the year ended June 30, 1947. 

NOTE 7 

Income charges for the year ended June 30, 1947 include $279,881.04 
of interest on funded debt and amortization of debt discount and ex¬ 
pense. Other income for the same year includes $444,587.10 of dividends 
received from nonconsolidated subsidiaries. 


ACCOUNTANTS’ CERTIFICATE 

The Quaker Oats Company: 

We have examined the consolidated balance sheet of The Quaker Oats 
Company and its domestic and Canadian subsidiary companies as of 
June 30, 1947 and the related statements of consolidated income and earned 
surplus for the year ended that date, have reviewed the accounting pro¬ 
cedures of the companies, and have examined their accounting records and 
other evidence in support of such financial statements. Our examination 
was made in accordance with generally accepted auditing standards appli¬ 
cable in the circumstances and included all auditing procedures we con¬ 
sidered necessary, which procedures were applied by tests to the extent we 
deemed appropriate in view of the systems of internal control; it was not 
practicable to confirm receivables from United States and Canadian Gov¬ 
ernment departments but we have satisfied ourselves with respect to such 
receivables by means of other auditing procedures. 

In our opinion, the accompanying consolidated balance sheet and state¬ 
ments of consolidated income and earned surplus fairly present the financial 
condition of the companies at June 30, 1947 and the results of their opera¬ 
tions for the year ended that date, in conformity with generally accepted 
accounting principles and practices applied on a basis consistent with that 
of the preceding year. 

(Signed) HASKINS & SELLS 
Certified Public Accountants 

Chicago, September 5, 1947. 









The Quaker 0*ts (pmpany 


Food products manufactured by your company 

QUAKER OATS MOTHER’S OATS 

QUAKER PUFFED WHEAT SPARKIES 
QUAKER PUFFED RICE SPARKIES 
QUAKER PACK O-TEN 

AUNT JEMIMA READY-MIX FOR PANCAKES 
AUNT JEMIMA READY-MIX FOR BUCKWHEATS 
QUAKER YELLOW CORN MEAL 

QUAKER WHITE CORN MEAL QUAKER HOMINY GRITS 

AUNT JEMIMA YELLOW CORN MEAL 
AUNT JEMIMA WHITE CORN MEAL 

AUNT JEMIMA GRITS PETTIJOHN’S ROLLED WHEAT 

QUAKER ENRICHED FARINA 

SCOTCH PEARLED BARLEY MOTHER’S PEARLED BARLEY 

MUFFETS—THE ROUND SHREDDED WHEAT 
QUAKER MILK MACARONI QUAKER MILK SPAGHETTI 

QUAKER EGG NOODLES 

UNCLE SAM’S SPAGHETTI UNCLE SAM’S MACARONI 

QUAKER ENRICHED FLOUR MOTHER’S ENRICHED FLOUR 

AUNT JEMIMA ENRICHED FAMILY FLOUR 
SCHUMACHER XXX GRAHAM FLOUR 
SCHUMACHER XXX FLOUR AND BRAN 
RED TOP ENRICHED FLOUR 


The company also makes a complete line of 
poultry, livestock and dairy feeds as follows 

FUL-O-PEP POULTRY FEEDS 
FUL-O-PEP LIVE STOCK FEEDS 
FUL-O-PEP DAIRY RATIONS 

and 


KEN-L-RATION 


KEN-L-MEAL 


KEN-L-BISKIT 
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Memphis, Tennessee Akron, Ohio 
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Rockford, Illinois 
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Pekin, Illinois 












































